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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISERS

Member
SEC and Private Companies Practice Section
AICPA Division of CPA Firms

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Ansley Securities, LLC
Atlanta, Georgia

We have audited the accompanying balance sheet of Ansley Securities, LLC (a wholly
owned subsidiary of The Ansley Capital Group, LLC) (the Company) at December 31,
2001, and the related statements of income, member's capital and cash flows for the year
then ended. These financial statements are the responsibilty of the Company's
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards of the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Company at December 31, 2001, and the results of
its operations and its cash flows for the year then ended in conformity with generally
accepted accounting principles of the United States of America.

M\PW/ £

February 12, 2002

1795 PEACHTREE STREET, N.E., SUITE 300, ATLANTA, GEORGIA 30309, 404-874-6244, FAX 404-874-1658
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ANSLEY SECURITIES, LLC

BALANCE SHEET
DECEMBER 31, 2001
ASSETS
Current Assets

Cash $ 7,390
Investments 213
$ 7,603

MEMBER'S CAPITAL
Member's Capital $ 7,603
$ 7,603

The accompanying notes are an integral part of these financial statements.
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ANSLEY SECURITIES, LLC
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2001

Revenues
Fee and retainer income 3 297,750
Expenses 13,858
Net Income $ 283,892

The accompanying notes are an integral part of these financial statements.
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ANSLEY SECURITIES, LLC
STATEMENT OF MEMBER'S CAPITAL
YEAR ENDED DECEMBER 31, 2001

Member's Capital at December 31, 2000 $ 8,460
Net Income 283,892
Distributions (284,749)
Member's Capital at December 31, 2001 $ 7,603

The accompanying notes are an integral part of these financial statements.

6




ANSLEY SECURITIES, LLC
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2001

Cash Flows From Operating Activities

Cash received from customers ' $ 297,750
Cash paid to suppliers and employees (13,858)
Net Cash Provided by Operating Activities 283,892

Cash Flows From Financing Activities

Distributions (284,749)
Net Cash Required by Financing Activities (284,749)

Net Decrease in Cash (857)
Cash at Beginning of Year 8,247
Cash at End of Year $ 7,390

The accompanying notes are an integral part of these financial statements.
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ANSLEY SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE 1 — NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Business

Ansley Securities, LLC (the Company), a wholly owned subsidiary of Ansley Capital
Group, LLC (the Parent), was formed on April 14, 1999. The Company is a
registered broker and dealer in securities and operates under the provisions of the
Securities Exchange Act of 1934. The following is a summary of the significant
accounting policies followed by the Company.

Cash and Cash Equivalents

The Company considers all cash and money market investments with maturities of
three months or less to be cash equivalents.

Income Taxes

As a limited liability company Ansley Securities, LLC is not liable for income taxes on
its taxable income. Instead, the member is liable for corporate income taxes on the
member’'s share of Ansley Securities, LLC taxable income. Therefore, the

accompanying financial statements do not include a provision nor liability for income
taxes.

NOTE 2 - COMMITMENTS

The Company has a management agreement with the Parent in which the Company

is obligated to pay the Parent $1,000 per month in consideration of rent and other
operating expenses.

NOTE 3 — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions’ Uniform Net
Capital Rule (Rule 15¢3-1) which requires that the ratio of aggregate indebtedness
to net capital, both as defined in the Rule, shall not exceed one thousand percent of

its net capital and shall at all times have and maintain net capital of not less than
$5,000.

Net capital and the related aggregate indebtedness to net capital ratio fluctuate on a

daily basis; however, there was no aggregate indebtedness at December 31, 2001
and the net capital was $7,390.
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bMITH & HOWARD, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISERS
Member
SEC and Private Companies Practice Section
AICPA Division of CPA Firms

Board of Directors
Ansley Securities, LLC
Atlanta, Georgia

Our audit was made for the purpose of forming an opinion on the basic financial
statements of Ansley Securities, LLC taken as a whole. The supplementary information
presented hereinafter is presented for purposes of additional analysis and to meet specific
requirements of the U. S. Securities and Exchange Commission pursuant to Section 17 of
the Securities Act of 1934 and Rule 17a-5 thereunder, and is not a required part of the
basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

The accompanying supplementary information (schedules) have been prepared solely for
filing with regulatory agencies and are not intended for any other purpose. This
supplementary information (schedules) has been prepared in conformity with the
accounting practices by the U. S. Securities and Exchange Commission pursuant to
Section 17 of the Securities Act of 1934 and Rule 17a-5 thereunder, and is not intended to
be presented in conformity with generally accepted accounting principles.

2’(% ¢W)ﬂc

February 12, 2002

1795 PEACHTREE STREET, N.E., SUITE 300, ATLANTA, GEORGIA 30309, 404-874-6244, FAX 404-874-1658
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ANSLEY SECURITIES, LLC
SCHEDULE OF COMPUTATION OF NET CAPITAL AND RECONCILIATION
OF UNAUDITED COMPUTATION OF NET CAPITAL TO AUDITED
COMPUTATION OF NET CAPITAL
YEAR ENDED DECEMBER 31, 2001

NET CHANGE
INCREASE
UNAUDITED (DECREASE) AUDITED

Total ownership equity from balance
sheet at December 31, 2001 $ 7603 $ - $ 7,603

Add: liabilities subordinated to
claims of general creditors - - -

Total capital and allowable
subordinated liabilities and
credits at December 31, 2001 7,603 - 7,603

Deduct: total non-allowable assets
from balance sheet at December 31,
2000 (213) - (213)

Net capital before haircuts on security
positions at December 31, 2001 7,320 - 7,390

Haircuts on securities at
December 31, 2001 - - -

Net capital at December 31, 2001 $ 7,390 $ - $ 7,390

There is no material difference between the focus report and the audited net capital for the
year ended December 31, 2001.
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ANSLEY SECURITIES, LLC
SCHEDULE OF CHANGES IN LIABILITIES
SUBORDINATED TO GENERAL CREDITORS
YEAR ENDED DECEMBER 31, 2001

During the year ended December 31, 2001, there were no liabilities subordinated to
general creditors.

12




CERTIFIED PUBLIC ACCOUNTANTS AND ADVISERS

Member
SEC and Private Companies Practice Section
AICPA Division of CPA Firms

Board of Directors
Ansley Securities, LLC
Atlanta, Georgia

ended December 31, 2001 and have issued our report thereon, dated February 12, 2002.
As part of our audit, we made a study and evaluation of the Company's system of internal
accounting control to the extent we considered necessary to evaluate the system as
required by generally accepted auditing standards and Rule 17a-5 of the Securities
Exchange Act of 1934. This study and evaluation included, in the accounting system, the
practices and procedures followed by the Company in making the periodic computations of
net capital under Rule 17a-3(a)(11). Rule 17a-5 states that the scope of the study and
evaluation should be sufficient to provide reasonable assurance that any material
weakness existing at the date of our audit would be disclosed. The purposes of our study
and evaluation were to determine the nature, timing and extent of the auditing procedures
necessary for expressing an opinion on the Company's financial statements and to provide
a basis of reporting material weaknesses in internal accounting control under Rule 17a-5.
Our study and evaluation was more limited than would be necessary to express an opinion
on the system of internal accounting control taken as a whole.

The Company claims exemption from the computation for determination of reserve
requirements pursuant to Section (k)(2)(1) of Rule 15¢3-3 of the Securities Exchange Act of
1934 whereby all customer transactions are private placement and therefore no
transactions are cleared through the Company. We have reviewed the terms and
conditions pursuant to Rule 15¢3-3 and found the Company in compliance with the
exemption requirements.

The management of the Company is responsible for establishing and maintaining a
system of internal accounting control. In fulfiling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs
of control procedures. The objectives of a system are to provide management with
reasonable, but not absolute, assurance that assets are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles.

1795 PEACHTREE STREET, N.E., SUITE 300, ATLANTA, GEORGIA 30309, 404-874-6244, FAX 404-874-1658

www.smith-howard.com



Because of inherent limitations in any system of internal accounting control, errors or
irregularities may nevertheless, occur and not be detected. Also, projection of any
evaluation of the system to future periods is subject to the risk that procedures may
become inadequate because of changes in conditions or that the degree of compliance
with the procedures may deteriorate. Our study and evaluation, described in the first
paragraph, would not necessarily disclose all material weaknesses in the system.
Accordingly, we do not express an opinion on the system of internal accounting control of
the Company taken as a whole. However, our study and evaluation did not disclose any
conditions that we believe to be material weaknesses.

This report is intended solely for the use of management, the Securities and Exchange

Commission and other regulatory agencies pursuant to their requirements and should not
be used for any other purpose.

Mv W}(’?A

February 12, 2002



